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“THE  EIGHTS  OF  A  POLICY-HOLDER  AS  AGAINST  A  LIFE 
INSURANCE  COMPANY  ARE  CREATED  EITHER  BY  THE  PRO¬ 
VISIONS  OF  THE  CONTRACT  WHICH  IS  IN  FORCE  BETWEEN 
HIMSELF  AND  THE  COMPANY,  OR  BY  THOSE  OF  THE  ACT  UNDER 
WHICH  THE  COMPANY  WAS  INCORPORATED.  UPON  THE  TERMS 
ON  WHICH  LIFE  INSURANCE  IS  ORDINARILY  GRANTED,  NO 
OWNERSHIP  ON  THE  PART  OF  THE  POLICY-HOLDER  IN  THE 
RESERVE  IS  RECOGNIZED  ;  NOR  IS  ANY  LEGAL  RIGHT  TO  WITH¬ 
DRAW  ANY  PART  OF  IT  RECOGNIZED.  THE  POLICY-HOLDER  IS 
ENTITLED  TO  A  PERFORMANCE  OF  THE  STIPULATIONS  ENTERED 
INTO  WITH  HIM  BY  THE  COMPANY,  AND  TO  THAT  ONLY.” — Extract 
from  the  Seventeenth  Report,  Insurance  Commissioner  of  Massachusetts,  fanuary 
i,  1872,  pages  lix — lx. 

Under  the  usual  form  of  contract  with  a  Life  Insurance 
Company,  the  policy-holder  covenants  to  pay  with  undevi- 
ating  punctuality  during  life,  or  for  a  stated  number  of  years, 
a  uniform  annual  premium,  as  a  consideration  for  the  sum 
insured  which  is  to  be  paid  at  his  death,  or  on  his  attain¬ 
ment  of  a  stipulated  age.  The  omission  to  pay  any  one  of 
these  premiums  will,  by  the  terms  of  the  contract,  work  a 
forfeiture  of  the  insurance ,  atid  a  confiscatio7i  of  the 
deposit  portions  of  all  previous  payments.  Such  stringe?it 
penalties  are  not  necessary  in  a  cotitract  of  life  insurance, 
and  would  never  have  been  assented  to,  had  policy-holders 
understood  their  true  interests. 

Every  uniform  annual  premium  paid  for  Life  Insurance 
necessarily  consists  of  three  parts,  essentially  different  in 
their  nature,  and  which  should  never  be  confounded. 
(1.)  The  provision  for  claims  by  deaths  during  the 
year.  (2.)  The  provision  for  expenses  of  management  and 
adverse  contingencies  during  the  same  time.  (3.)  The 
reserve  or  yearly  deposit  retained  by  the  Company,  and  accu¬ 
mulated  for  the  depositor  to  meet  the  deficits  in  later  years, 
when  the  uniform  annual  premium  will  be  less  than  the 
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current  yearly  costs  of  his  own  insurance.  In  the  case  of 
endowments,  these  annual  deposits  with  interest  accumu¬ 
lations,  will  be  just  sufficient  to  meet  the  claim  at  maturity. 

Now  these  annual  deposits  are  not  common  property,  but 
are  private  accumulations ,  held  in  trust  for  the  individual 
depositor,  and  are  simply  payments  in  advance  to  meet  the 
excessive  costs  of  insurance  upon  the  depositor’s  own  life  in 
the  distant  and  uncertain  future,  or  to  secure  endow¬ 
ments.  No  policy-holder  has  any  right,  title  or  interest 
in  the  deposit  of  any  other  policy-holder,  each  one 
having  his  own  proper  sum  in  the  Treasury  of  the 
Company.  No  deposit  can  properly  be  used  to  pay  the 
claim  by  death  of  any  one,  except  that  of  the  person  for  whom 
the  deposit  was  made,  and  such  deposit  serves  merely  to 
diminish  the  amount  actually  exposed  to  the  risk  of  mortality 
upon  his  own  individual  life.  In  brief  the  accumulated  de¬ 
posits,  or  reserves  held  by  Life  Insurance  Companies,  should 
be  considered  individual  property ,  in  precisely  the  same 
sense  that  deposits  in  Savings  Banks  are  individual  property. 
It  is  true  in  the  former  case  they  are  not  made  payable  until 
the  death  of  the  depositor,  or  on  his  attainment  of  a  stated 
age,  but  it  is  none  the  less  true  that  they  are  held  in  trust  for 
his  own  individual  benefit,  and  were  derived  solely  from  his 
own  individual  payments. 

In  all  Life  Insurance  Companies  commissions  are  improp¬ 
erly  paid,  and  expenses  are  improperly  assessed  upon  the 
entire  premium — that  is,  upon  the  deposit  portion,  as  well  as 
upon  the  insurance  portion.  The  average  ratio  of  expenses 
to  total  income  (including  interest  on  investments)  among 
all  Companies  transacting  business  in  Massachusetts,  during 
the  eight  years,  1866-73,  was  16.60  per  cent.  (See  Report 
Insurance  Commissioner,  1874.)  This  is  equivalent  to  an 
average  expense  of  about  six  and  a-half  per  cent,  upon  the 
gross  assets  of  these  Companies,  while  during  the  same 
period  the  Savings  Banks  of  Massachusetts  were  managed 
at  an  average  expense  of  about  three-tenths  of  one  per  cent. 
Now  six  and  one -half  per  cent,  per  annum,  is  as  much 
as  a  prudently  managed  Savings  Bank  or  Trust  Company 
can  expect  to  earn  as  interest  on  investments  after  deducting 
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expenses  and  taxes.  Hence  it  will  be  seen  that  a  sum 
equal  to  the  interest  earnings  upon  the  entire  assets,  or 
accumulated  deposits  of  policy-holders  in  the  Life  Insurance 
Companies  doing  business  in  Massachusetts,  was  absorbed 
in  expenses  of  management!  Not  only  are  the  expenses 
attending  the  collection  and  management  of  savings  deposits 
in  our  Life  Insurance  Companies  excessive,  hut  the  tax,  or 
penalty  imposed  upon  the  policy-holders,  for  the  withdrawal 
of  their  own  money,  is  unequal,  and  without  justification. 
This  tax  has  usually  been  a  percentage  upon  the  reserve — 
the  larger  the  accumulated  deposits,  the  greater  the  penalty 
imposed  upon  their  withdrawal !  This  tax  is  seldom  less 
than  fifty  per  cent,  of  the  reserve,  while,  in  many  Companies, 
a  policy-holder  can  terminate  his  insurance  only  by  suffering 
the  confiscation  of  his  entire  deposits.  In  fact,  under  the 
usual  form  of  contract,  a  policy-holder,  who  terminates  his 
insurance,  has  no  rights  which  the  Compa?iy  is  hound  to 
respect ,  since  the  portion,  if  any,  of  his  own  deposits,  returned 
to  him  in  such  case,  is  simply  a  matter  of  grace,  and  generally 
is  just  what  the  managers  choose  to  give. 

How  may  such  defects  be  remedied? 

(1.)  By  reform — Economy  and  accountability  of  manage¬ 
ment  should  be  insisted  upon,  as  well  as  a  covenant  or 
contract  to  return  in  cash,  the  full  equity ,  (i.e.,  the  total 
reserve,  or  accumulated  deposit,  less  the  cost  of  procuring 
a  satisfactory  substitute,)  to  any  policy-holder  who,  from 
choice  or  necessity,  wishes  to  terminate  his  insurance. 

(2.)  By  removing  the  cause — A  system  of  insurance  may 
be  adopted,  which  while  safe,  secure  and  permanent ,  shall  yet 
do  away  with  the  necessity  for  large  accumulations,  or  in 
other  words,  which  shall  eliminate  the  Savings  Bank  element. 

Let  us  look  at  first  principles.  Under  the  insurance  por¬ 
tion  of  his  contract,  the  individual  covenants  to  pay  each  year 
in  future,  his  share  of  death  claims.  This,  assuming  mortality 
and  interest  as  indicated  by  the  tables  adopted,  is  precisely 
balanced  by  the  insurance  which  the  Company  covenants  to 
furnish  him  each  year  in  future.  If  the  person  who  wishes 
to  terminate  his  insurance,  possesses  a  vitality  greater 
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than  the  average,  the  Company  is  entitled  to  compensation 
•for  the  consequent  depreciation  in  the  average  vitality 
of  those  who  remain.  The  amount  of  such  compensation,  in 
a  Mutual  Company,  should  not  exceed  the  cost  of  procuring 
a  substitute  equally  valuable  as  a  contributor  to  future  death 
claims.  The  cost  of  procuring  a  satisfactory  substitute,  will 
of  course  vary  in  different  Companies,  but  it  is  for  each  the  true 
surrender  charge,  or  tax  which  should  be  imposed  upon  the 
termination  of  an  insurance  contract,  and  the  withdrawal  of 
the  entire  reserve,  or  accumulated  deposits.  Upon  such 
conditions  the  termination  of  his  insurance,  and  the  with¬ 
drawal  of  his  reserve,  can  work  no  injustice  to  the  other 
policy-holders,  each  of  whom  has  his  own  similar  deposit, 
and  cannot  possibly  injure  the  Company.  Whatever  the 
amount  of  such  tax  may  be,  it  clearly  has  no  relation  to  the 
deposits,  which  should  be  treated  as  private  accumulations. 

A  Life  Insurance  Company  most  be  compensated  each 
year  for  the  insurance  furnished,  for  expenses  of  management 
and  for  possible  adverse  contingencies,  and  should  retain  from 
the  payments  of  each  policy-holder  a  sum  sufficient  to  procure 
a  substitute  equally  satisfactory,  in  case  he  should  terminate 
his  contract.  Beyond  this  a  reserve,  or  deposit,  or  provis¬ 
ion  of  any  kind  is  not  necessary  and  is  not  always  desirable. 

A  contract  of  insurance,  to  extend  over  the  whole  duration 
of  life  if  desired,  may  be  so  adjusted,  each  year,  that  what  is 
left  from  the  payment  of  any  one  year,  may  be  applied  in  part 
payment  of  what  is  requisite  for  the  year  next  ensuing.  In 
other  words  the  account  may  be  balanced  at  the  end  of  every 
year,  in  a  simple,  straightforward,  business-like  manner,  SO' 
that  each  year  will  take  care  of  itself  thus  avoiding  the  neces¬ 
sity  for  large  accumulations.  The  Company  on  the  one 
hand  will  be  compensated  for  all  the  work  done  in  the  past, 
and  for  all  the  work  to  be  done  in  the  year  ensuing,  including 
an  ample  margin  for  contingencies — while  the  individual,  on 
the  other  hand,  will  have  the  option  of  continued  insurance  if 
he  wishes  it,  or  of  discontinuance  if  he  prefers,  without  un¬ 
necessary  loss  to  himself  from  previous  payments. 

Why  should  a  man  be  compelled,  as  a  condition  for  obtain¬ 
ing  insurance  which  he  needs,  to  pile  up  deposits  for  the  dis- 


5 


tant  and  uncertain  future,  which  he  may  not  desire,  which 
are  expensively  managed,  which  are  beyond  his  control,  and 
which  are  not  absolutely  necessary  ?  A  man  seeks  an  Insur¬ 
ance  Company  for  Insurance ,  not  as  a  depositary  for  Savings. 
Tf  he  can  use  his  money  to  better  advantage  in  business,  or 
by  depositing  in  a  Savings  Bank,  or  if  he  has  not  the  means 
to  spare  for  accumulation,  why  should  he  be  refused  insur¬ 
ance  which  he  needs,  and  is  willing  to  pay  for  as  long  as  he 
shall  continue  to  need  it?  Life  Insurance,  pure  and  simple, 
should  be  furnished  for  those  who  wish  it,  and  also  Life  Insur¬ 
ance  combined  with  Savings  for  those  who  prefer  the  system 
of  uniform  annual  premiums,  so  that  any  one  may  have  the 
option  by  either  method. 

The  plan  proposed  is  in  reality  a  series  of  yearly  insurance 
contracts,  in  which  what  is  left,  (both  Reserve  and  Surplus) 
from  the  payment  of  any  one  year,  is  applied  in  part  payment 
of  the  regular  premium,  at  the  next  higher  age.  In  this  way 
insurance  is  furnished  at  actual  current  costs,  each  year 
taking  care  of  itself,  and  large  accumulations  are  avoided. 
It  should  be  a  part  of  the  contract  that  no  medical  re¬ 
examination  will  be  required  when  the  insurance  is  continued 
year  by  year. 

It  may  be  urged  as  an  objection  to  this  plan  that  the  pay¬ 
ments  required  will  increase  each  year,  until  in  time  they 
may  exceed  the  uniform  annual  premium  at  age  of  entry.  This 
is  unavoidable,  and  applies  alike  to  any  system  of  insurance. 
Life  insurance  must  be  paid  for,  and  the  cost  usually 
increases  with  the  age  of  the  person  whose  life  is  insured.  It 
is  a  question  for  each  one  to  decide  for  himself,  whether  it  is 
better  to  make  deposits  in  order  to  provide  for  excesses,  dur¬ 
ing  old  age,  in  the  yearly  cost  of  insurance  over  the  uniform 
premium,  or  to  'pay  as  he  goes — whether  it  is  better  to  pay 
in  advance  for  insurance  to  cover  a  period  of  life  which  he 
may  never  reach,  or  if  he  does,  for  insurance  which  he  may 
not  then  need.  The  payments  by  the  plan  herein  suggested, 
will  be  far  less  during  a  series  of  years,  than  the  uniform 
annual  premium — afterwards  they  will  be  higher;  this  excess 
however,  may  be  provided  for  by  depositing  in  a  Savings 
Bank  a  portion  of  the  premium  saved.  In  the  one  case  the 
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insurance  actually  furnished  each  year  is  alone  paid  for — in 
the  other,  deposits  are  required  in  addition,  to  pay  for  insur¬ 
ance  in  the  distant  future.  In  both  cases  all  the  insurance 
furnished  must  be  paid  for  at  some  time,  and  at  the  same 
yearly  costs,  pro-rata ,  increasing  with  the  age.  No  intelli¬ 
gent  man  can  for  a  moment  be  made  to  believe  that  the  risk 
of  his  death  can  be  prudently  assumed  by  any  company 
without  an  adequate  equivalent  to  be  paid  by  himself.  Unless 
the  heavy  expenses  of  collecting  and  managing  deposits  in  ex¬ 
isting  Companies  is  lessened,  and  unless  the  right  to  withdraw 
these  deposits — a  man’s  own  money — in  case  of  need,  be 
given,  one  would  think  the  choice  between  pure  insurance 
without  accumulations,  and  insurance  combined  with  savings, 
would  not  be  difficult. 

If  the  expenses  attending  the  collection,  management  and 
withdrawal  of  reserves,  or  savings  deposits  in  Life  Insur¬ 
ance  Companies,  greatly  exceed  those  attending  the  collection, 
management  and  withdrawal  of  similar  deposits  in  Savings 
Banks,  it  is  obviously  the  interest  of  depositors  to  choose  the 
latter  rather  than  the  former,  at  least  for  a  portion  of  their 
savings,  particularly  if  insurances  for  the  same  amounts  upon 
less  expensive  forms  be  secured,  as  is  possible. 

I  venture  the  assertion,  and  it  is  susceptible  of  proof,  that 
of  the  premiums  paid  to  Life  Insurance  Companies  as  hither¬ 
to  managed,  a  very  large  percentage  (perhaps  one-half) 
would  have  been  more  advantageous  and  profitable  to  those 
who  paid  them  if  they  had  been  deposited  in  Savings  Banks, 
provided  the  remainder  had  been  applied  to  the  purchase  of 
similar  amounts  of  insurance  upon  less  expensive  plans,  even 
in  the  same  Companies. 

On  the  other  hand  I  venture  the  assertion,  and  it  is  equally 
susceptible  of  proof,  that  a  very  large  percentage  (perhaps 
one-half  also)  of  the  deposits  in  Savings  Banks  might  have 
been  more  advantageously  and  profitably  paid  to  Life  Insu¬ 
rance  Companies  had  the  deposit  functions  been  managed  on 
correct  principles,  and  had  the  trust  been  administered  with 
equal  economy.  Thus  all  deposits  in  Savings  Banks,  intended 
as  a  provision  for  the  depositor  in  old  age,  might  with  advan¬ 
tage  be  combined  with  the  endowment  feature,  since  larger 
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results  would  be  realized  at  maturity.  Again,  all  deposits 
intended  as  a  provision  for  heirs  or  dependents  in  case  of  the 
death  of  the  depositor,  might  with  advantage  be  combined 
with  the  insurance  feature.  In  fact  the  possible  combinations 
of  money  and  its  accumulations  by  interest  with  the  chances 
of  living  or  dying,  for  the  benefit  of  the  provident,  are  too 
numerous  for  mention.  But  the  right  to  withdraw  equities 
at  stated  times,  and  under  suitable  restrictions,  together  with 
economy  and  accountability  of  administration,  should  be 
insisted  upon  as  being  absolutely  essential. 

One  -word  in  regard  to  the  additional  security  to  persons 
wishing  insurance,  which  is  sometimes  claimed  for  mutual 
companies  possessing  large  reserves,  or  accumulated  depos¬ 
its.  It  must  be  remembered  that  these  are  simply  the 
aggregates  of  payments  in  advance  for  future  insurances  or 
endowments,  and  that  the  share  of  each  person  in  the  total 
fund  should  be  clearly  ascertainable  at  any  time.  An  ample 
provision  for  current  death  claims  is  found  in  those  por¬ 
tions  of  the  annual  premiums  specifically  charged  for  that 
purpose ,  and  which,  as  we  have  already  shown,  are  essen¬ 
tially  different  from  the  deposit  portions  of  the  same.  No 
person  should  derive  profit  or  advantage  from  any  deposit 
except  that  arising  from  his  own  previous  payments.  Nor 
can  he  do  so  unless  the  whole,  or  a  portion  of  what  belonged 
to  policy-holders  who  had  terminated  their  insurance,  had 
been  confiscated.  The  only  legitimate  advantage  afforded 
by  a  mutual  company  possessing  large  accumulations  over 
one  of  moderate  size  is  in  the  greater  economy  of  manage¬ 
ment  which  ought  to  be  expected,  but  which  is  not  always 
proved  to  exist. 


8 


0 

% 

< 

P5 

£ 

w 

% 

H 

H 

a 

Pi 


cc  bn 
P  C3 


•p  ^ 

S  o>  o  s 

rt  Cj 

0  ft 


C£  . 


bD 


d  -*-=> 

ci  X 

.  <D 


3  § 

O  ^ 


p  $ 


Cfi  r,— 

-  0.d~ 

52  >» 
r  o  ^ 
O 

53  '-'CO 
P  w  ©  g 
s”"<  £  «a 
O ;«  ?>>  a 


pH- 


S-<  O 

<u  ^ 


^  o 


a 

o 


d  rr 
» — 1  <■"% 
a  a 


g  s 

o  ,r- 
bO 

c3 


O 

o 


Net 

Amount 

at  Risk 

in  the 

Company. 

(7) 

CO  CQ  05  00  O  05  O  W  C  id  ^  O  ^  CO 

OiOJiOWOO  iOOOWi'*  Wt-OJCOO 

T-H  rH  O  O  O  05  0C  00  £>  £> 
05  0  O  05  0  QOOQCD  00  GO  GO  GO  CO 
QQQQQ  OOOOO  05  05  05  C5  05 

Net 

Stipulated 
Payments 
after  the 
first  year. 

(6) 

COIOi^rH  GO  id  ^  ^  GO  T^OHIOCO 

CO  00  O  CO  10  GO  tH  £>  T-H  id  C5  CO  GO 

CO  CO  ^  ^  tH  id  id  id  CO  CO  CO  *>  £> 

tH  tH  H  tH  t-H  tH  t-H  tH  t-H  t-H  tH  tH  t-H  t-H 

Reserve  or 
Deposit 
at  end  of  year. 
Am.  Experience 
at  4  per  cent. 

(5) 

£>  GO  t-h  CO  CQ  O  ^h  GO  IdOOON 

id  05  CO  £>  03  £>  03  GO  CO  05 

CD  £>£>£>  00  00000500  OHHlMC? 

T"H  tH  t-H  t-H  t—H  t— 1 

Uniform 
Annual 
Premium 
for  $1,000 
at  death. 

(4) 

d  O  05  CO  J>  O  10  id  GO  O  GO  id  £>  id  05 

GO  ^  05  ^  O  £>  CO  ©  £>  id  COWHrHrH 

05  ©  ©  t-h  03  O)  CO  ^  ^  id  CO  £>  GO  C5  O 

WCQW  Oi  03  03  03  03  03  03  03  03  CO 

Component  parts  of  the 

Uniform  Annual  Premiums. 

Deposit 
portion  of 
Ann'l  Prem. 

(3) 

HH05t-H  GO  t>  CO  O  O  CO  03  id  ©  £> 

IdOOrH^QO  H  id  05  GO  CO  GO  CO  GO  ^ 

O  O  i>  t-  i>  GO  GO  GO  05  C5  ©  ©  t>  t-H  03 

r—i  t-H  t-H  t-H-tH 

Insurance 
portion  of 
Ann’l  Prem. 

(2) 

©  CD  03  00  CO  COt-hO'OO  H^t-CJO 
£.-£>000005  OrHCJCO^  id  CO  £>  C5  r-H 

£>£>£>£>£>  OOOOGOGOGO  00  00  00  00  05 

Margin  for 
Expenses  and 
Contingencies. 

(1) 

GO  CO  GO  CO  O  05  t—  £>  GO  ©  05  id  CO  03 

O  GO  05  rH  CO  CO  GO  O  CO  id  £>  ©  CO  CO 

id  id  id  OO  CO  CO  CO  i>  £>  £>  £—  GO  GO  00 

Age. 

id  CO  £>  GO  05  O  H  05  id  CD  £>  GO  05 

03  03  05  03  03  COCOCOCOCO  cococococo 

9 


H  W  iO  (M  t- 
ntf  £>  O  CO  1C 

CO  ICO  05  05 
i>  05  O  05  CO 

^  05  ?>  C5  O 
ICO  lO  iCO  CO 

00  ^  X'  05  05  t- 
lOlO^CO  05  t-h 

d  1C  O  ^  CO 
GO  GO  00  00  GO 
05  05  wl  w*  V»J 

05  H  r-  O  O 

GO  00  CO  00  i> 
05  05  C5  05  05 

GO  *>  CO  ICO  ^ 
i>  i>  i>  i>  i> 
05  05  05  05  C5 

CO  05  —  O  05  00 
i>  i>  CO  CO 

05  05  05  05  05  C5 

co  oo  i>  o  oo 

CO  GO  Tt4  T-  O 

^  ICO  05  t-i 

ICO  CO  05  05  00 

05  rh  O  GO  th 
lO  GO  CO  GO  CO 

tH  GO  CO  O  05  05 
ICO  »0  00  CO  05  05 

GO  GO  05  O  O 
1— i  tH  t— t  05  05 

05  CO  ^  ICO 
05  05  05  05  05 

CO  N  05  O  05 
O)  05  05  CO  CO 

Htt1  CO  GO  t-H  CO  CO 
CO  CO  CO  ^  ^ 

05  1C  1C  CO  CO 
1C  05  05  CO  Tf 

h#  1C  t-h  CO  CO 
05  O  05  i>  CO 

CO  GO  CO  T-H  o 

ICO  TjH  rjl 

05  CO  05  th  h  CO 
^  1C  CO  i>  00 

CO  ^  ^  iO  co 

tH  t— 1  t— H  t-H  r— I 

i>  oo  oo  05  o 

t— *  t-h  t-h  t— t  05 

T-H  05  CO  1C 

05  05  05  05  05 

ONCOOO-H 
05  05  05  05  CO  CO 

OMSIOO 
CO  T*  £>  O  ^ 

Z>  GO  O  00  05 
C5  10S0HO 

00  O  GO  TH  05 
t-h  £>  CO  O 

t-h  O  05  05  O  CO 
05  O  05  GO  CO  CO 

t-h  03  CO  1C  CO 
CO  CO  CO  CO  CO 

*>  05  i-i  CO  iCO 
CO  CO  ^  ^ 

J>  05  -t-h  i> 

o  lO 

05  CO  CO  05  CO  i> 
lO  CO  CO  CO  i>  £> 

CO  o  00  o 

O  £>  CO  O  GO 

1C  GO  05  1> 

ICO  CO  T-H  O  GO 

CO  05  CO  CO 

i>  CO  ICO  TJH  ^ 

T-H  O  05  2>  CO  O 
LOCO 

CO  CO  ^  1C  1C 

t— 1  tH  t— 1  t-H  t-H 

CO  *>  GO  05  05 

T-H  t-H  tH  tH  t-H 

O  T-H  05  CO  ^ 
05  05  05  05  O? 

LC  CO  ?>  GO  05  O 
05  05  05  05  05  CO 

C5  05  tH  ICO  ^ 
05  i>  05  05 

ICO  05  05  05 

ICO  05  CO  £>  CO 

*>  *>  1C  05  © 
C5  O  ^  CO  CO 

GO  O  00  O  r*  1C 
CO  CO  05  o  GO 

05  05  05  05  O 

T— l 

O  O  t-h  -i-h  0-5 

05  CO  h*  iO  CO 

T-H  t-h  t-h  t-H  t-H 

GO  05  t-h  CO  tJH 
t-h  t-h  t-h  05  05  05 

ICO  GO  Ti<  05  05 
05  ©5  CO  O  ^ 

ICO  t-h  O  05  GO 
00  CO  GO  CO  00 

GO  T-h  o  05  05 
t-h  oo  ICO  05 

05  O  ^  1C  CO  00 
t-H  05  05  t-H 

GO  05  05  O  O 

1“ 1  T— I 

O  H  h  o  05 

T-h  t-H  t-H  t-h  t-H 

CO  ^  LO  CO 

t-H  t-H  t-H  t-H  t-H 

J>  00  00  05  t-H  05 

t-h  t-h  t-h  t-h  C5  05 

O  h  05  CO  ^ 
^  Tt<  ^  ^ 

ICO  CO  *>  00  05 

O  t-h  05  CO  Tt* 
ico  *ro  ico  ico  ico 

1C  CO  GO  05  O 

1C  1C  1C  1C  ic  CO 

—  ci 


'g  £ 

~  o 


O  to  O 
w  S3  tO 

s  'g 

5  O  32 
*  £  O 
0*3 

>  C3 

£  -  £ 
o  CD  u 
m  S  ^ 

o  •-  ^ 

s-  tfl  o 

-  P  M 


*>  2  <5  H 


§  1 

's  .9 

-o  p 

•«s  <^ 

to 

c 

"S  p 
a  o 

fcD  " 


p  p  s  >>■ 


.-.  ®  >  ej  s 


_  o  ©  ~ 


O  O  cp 
■S  £>  o 

p  —  «M-« 

53  2  'd 

S  g| 

o  o 


>5 
£  - 


O 
£ 

©  * 
■d  jE* 
o  p<  • 


g  box 
2  c  s 
®  ’*  2 
OS'3 

*  — 
3  «3 
Q«  -In 


*  2 
o 


o  2 
P-  C 


c  <1 
o 


1  >> 


S  9 

-9  * 


c 

*  2 


_  c3 

p  r3 
£  H 


p  2 


2 

o 

>> 
o  , 

'o 


2  §) 
is  o 

I?  ©  , 
§  fc  '- 

w  03 
©  . 


4  03  © 

—  > 


C  o  >2  "to 
2  “  >»  g 
«  o 


o  o  ^ 

ac-°  o 


.2  S  3  - 

a  =  §  3, 

o  a  >>  t- 

l-  £  3  S 
Cm  32  £2  CD 


10 


From  the  table  on  the  following  page  we  may  compare 
the  practical  working  for  a  series  of  years,  of  the  new  plan  of 
insurance  without  accumulated  deposits,  with  the  old  plan  of 
insurance  by  uniform  annual  premiums.  The  examples  are 
for  two  policies  of  $1,000  each,  issued  upon  the  life  of  a 
person  aged  35  years,  upon  the  basis  of  the  premiums 
charged  by  the  New  York  Companies. 

A  careful  examination  of  this  table  will  show  that  the  new 
plan  has  several  important  advantages  over  the  old  system. 

(1) .  The  payments  required  for  a  long  series  of  years  will  be 
far  less,  and  although  in  time  they  may  be  larger,  yet  in  no 
case  will  they  be  more  than  are  necessary  for  the  death 
claims,  expenses,  and  contingencies  of  the  current  year  alone. 

(2) .  The  margins  available  for  adverse  contingencies  increase 
each  year,  both  in  amount  and  in  proportion  to  the  tabular 
or  assumed  cost  of  insurance,  while  by  the  old  plan  these 
margins  are  uniform  in  amount,  although  the  yearly  cost 
increases  each  year.  (3).  If  we  assume  the  same  expenses 
each  year  for  both  plans,  at  the  rate  of  ten  per  cent,  on  the 
initial  premium,  for  instance,  as  shown  in  the  last  four 
columns,  the  superiority  of  the  new  plan  in  point  of  security 
will  be  still  more  manifest.  The  portions  of  the  margins  not 
used  for  expenses  or  contingencies  will  be  applied,  at  the  end 
of  each  year,  to  reduce  the  next  stipulated  payment. 

UggT5  No  medical  re-examination  required. 


Western  Union  Building, 
New  York,  May,  1875. 


The  plan  herein  proposed  combines  the  cheapness ,  or  s?nall 
outlay ,  of  insurance  for  a  single  year,  with  the  security  and 
permanence  of  insurance  for  the  whole  duration  of  life. 


Examples,  at  age  35,  of  insurances  by  the  two  methods. 
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Assuming  10  per  cent,  for  Expenses. 

Ratio  to  Cost. 

New. 

C0003^0COC  CO  O 
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The  plan  herein  |  the  cheapness ,  or  small 

outlay ,  of  insurance  for  ct  single  year,  with  the  security 
and  permanence  of  insurance  for  the 
whole  duration  of  life. 


New  York,  May  20th,  1875. 

Sheppard  Homans,  Esq  , 

Actuary. 

Mv  dear  Sir: 

I  have  carefully  considered 
the  theory  and  proposed  application  of  your  “plan  for  life 
insurance  without  large  accumulations,”  and  I  believe  that  for 
insurance  companies  it  will  be  fully  as  secure  as  the  present 
system — and  for  a  large  portion  of  the  insuring  public  more 
satisfactory. 

If  it  receives  the  appreciation  it  deserves,  it  will  inaugurate  a 
new  era  in  Life  Insurance. 

Yours,  very  truly, 

(Signed)  D.  P.  FACKLER, 

Consulting  Actuary. 

We  concur  in  the  foregoing  opinion: 

(Signed)  Elizur  W right, 

( Consulting  Actuary .  formerly  Ins.  GommissUmer  of  Mass.) 

Benj.  Griffen, 

(Formerly  Ass' t  Actuary  Mutual  Life  Ins.  Co.  of  New  Yoi'k.) 
Henry  F.  Homes, 

(Actuary,  formerly  of  the  New  York  Insurance  Department.) 


